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KEY ECONOMIC INDICATORS: COLOMBIA February 6, 1981 
All values in million of U.S. $ unless otherwise stated 


ITEM 

%Change* 

INCOME, PRODUCTION, EMPLOYMENT 1980 1979 1980/79 
32,205 
11,929 


1,161 


27,585 E 16.8 
11,415 E 4.5 
1,025 E 13.3 


GNP at current prices and exchange rate 

GNP at constant prices (1970) 

Per Capita GNP, current prices (US$) 

Commodity Production (Millions of units) 
Coffee (60 Kilo bags) (Coffee Year) 


12,200 12,600 


Crude Oil (barrels) 

Cement (metric tons) 

Steel (metric tons) 
Indices (1970 = 100) 

Production 

Employment 

Avg. Labor Productivity 
Avg. Real Industrial Wage 
Unemployment Rate 4 cities 
Unemployment Rate 7 cities 


MONEY & PRICES (Millions Pesos) 


Money Supply 
Public Debt Outstanding (US$ Millions) 
External Debt (inc Govt Guarant'd) 
Rediscount Rate, Central Bank 
Open Market -Rate 
Price Indices: 
Worker Consumer (1979 =100) 
Wholesale (1970 =100) 
Dollar Exchange Rate 


30,315 Aug 
2,872 Aug 
196.8Sept 


915.7 Aug 
126.4 Aug 
724.4 Aug 
87.0 Aug 
10.2 Sept 
9.3 Sept 


212,919 Dec 


4,303 June 
3,779 June 


32.0 March 


24-30% 


163.3 Dec 
870.0 Sept 
50.60 Dec 


45,297 
4,257 
234 


745.1R 

12752R 

585.8R 
88.8 
8.6 
8.9 


167,637 Dec 
4,026.6 Dec 
3,524.3 Dec 

34.0 Dec 
24-28% 


129.8 Dec 
739.1 Dec 
44.0 Dec 


BALANCE OF PAYMENTS AND TRADE 


Gross Reserves 
Balance of Trade 
Exports, Registration**° 
Coffee 
Exports to U.S. 
Import Registrations’ 
Imports from U.S. 
U.S. Share 
Other Main Suppliers 
Brazil 
Japan 
West Germany 
France 
Spain 
Venezuela 


5,415.7 
-1.165.9 
2,971.6 Sep 
1,953.7 Sep 
821.0 Sep 
4,137.5 Sep 
1,518.0 Sep 
40.5% 


4,114.0 Dec 

-1,267.0 " 
3,362.3 
2,024.9 
942.8 
4,629.7 
1,946.7 

42.1% 


108.5 Sep 
357.5 Sep 
254.0 Sep 

95.6 Sep 
143.0 Sep 
291.6 Sep 


268.9 
333.0 
297.4 
168.4 
125.6 


Main Imports from U.S. in 1979: Cereal 116.5; Mineral fuels 104.4; Iron & 
Steel 16.1; Vehicles 150.0; Mechanical machinery 178.8; E Estimate P 


Preliminary R Revised P Projected 
**Adjusted figures 
Registrations. 


S *Same period previous year; 
Actual import-exports represent about 90% of 





SUMMARY 


Colombia has entered into a period of somewhat slower growth. 

It is estimated that the gross national product (GNP) increased 

by 4.5 percent in 1980, and a similar rate is likely for 1981, 
unless negative trends already appearing are further reinforced 

by further tightening of monetary policy or other factors, includ- 
ing electricity shortages which are already causing limited 

daily blackouts in most of Colombia. Textiles, construction, 
electrical appliances, and the automotive industry are among 

those reporting negative growth in 1980. On the other hand, 
banking, food and beverages, and retail trade in general continued 
to do well. Inflation slowed to 25.8 percent last year, while 
peso devaluation accelerated to 15.9 percent, hence reducing 
somewhat the cumulative overvaluation of the peso. While Colombia's 
reserves grew to $5.4 billion in 1980, a sharp drop in coffee 
earnings and a continued rise in energy import costs will cause 
this growth to level off in 1981. The domestic economy will 

be stimulated in 1981 through an acceleration of public works 

in fulfillment of Colombia's development plan. Energy--partic- 
ularly coal and electric power--and transportation should be 

the major emphases. Foreign borrowing will provide an increasing 
share of project costs. In short, consumer goods and heavy 
construction equipment seem the most promising export prospects 

in 1981, and the terms of financing will remain very important. 


SLOWDOWN OF ECONOMIC ACTIVITY IN COLOMBIA 


In his end-of-year address to the Colombian people, President 
Julio Cesar Turbay Ayala expressed his satisfaction with the 
performance of the Colombian economy in 1980. He noted, however, 
that the past year marked the beginning of a period of somewhat 
slower growth in the economy. 


While no official figures have been released, 4.5 percent would 
seem a good ballpark range for GNP growth in 1980. Growth in 
1981 should be about the same--assuming that no further tightening 
of government monetary policy reinforces or generalizes the 
negative trends already evident in some key industries. Among 
those with the most serious problems are textiles--Colombia's 
largest industrial employer (down 5.1 percent), construction 
(down 5.3 percent), electrical appliances (down 3.5 percent), 

and the automotive industry (down 12.2 percent, with considerable 
losses reported by Renault--Colombia's largest automotive 
assembler). The machine tool industry has also reported negative 





4 


or zero growth. Growth of industrial production, which was 

at an annual rate of 5.9 percent in June 1980, was down to 2.7 
percent for the first 9 months of the year, according to the 
National Statistical Office. 


At the same time, American businesspeople polled note that the 
slowdown is not generalized. The financial sector and the food 
processing and beverage industries have grown in real terms 

by 15 and 12.4 percent, respectively. Retail trade grew by 

5 percent in real terms in only the first 7 months of the year, 
with generally good results reported for the rest of the year 

as well. However, some Colombian importers--including those 

of toys, household appliances, and general hardware--are concerned 
that U.S. prices could rise by as much as 15 percent in 1981, 
adding substantially to faster growing local currency costs 
brought about by more rapid peso devaluation (15.9 percent in 
1980, as opposed to 7.3 percent in 1979). Opinions are mixed 

as to whether this will lead to more caution in ordering consumer 
goods. 


While the Government has heard many complaints from banking 

and business groups that its tight credit policies and high 
interest rates are the cause of the slowdown, officials reply 

that such policies are necessary to stem strong inflationary 
pressures in the country. In 1980, Colombia succeeded in slowing 
the rate of growth of the cost of the worker's shopping basket 

by three percentage points (to 25.8 percent), despite a close 

to 100 percent increase in the price of gasoline, accelerated 

peso depreciation, some fairly important increases in bank credits, 
and the monetization of continued strong increases in the country's 
reserves, now up to $5.4 billion. 


Although some local commentators suggest inflation could be 
further reduced to 20 percent in 1981, increased emphasis on 
public sector spending in 1981 (see below) suggests the monetary 
authorities will be hard pressed to prevent a climb back upwards 
of inflation rates. However, the January price increase of 

2.08 percent was well below that registered for January of 1979 
and 1980. 


Colombia's foreign trade and payments situation is likewise 

due to suffer some setbacks. Preliminary registration figures 

(not yet broken down for use in our tables) suggest a trade 

deficit of $1.6 billion for 1980. This figure represents continued 
substantial growth in imports (the recent average has been 





5 


30 percent per year in dollar terms) and poor export performance 
outside of coffee. Preliminary figures show an increase in 
non-coffee exports of only 6 percent in dollar terms in 1980, 
suggesting a net decline in volume. This occurred despite increased 
activity by the Government's export promotion agency. For 1981, 
a substantial decline in coffee income is foreseen (from a record 
$2.47 billion to a projected $1.5 billion, based on current 
quotas and prices), while oil imports could rise by another 

$200 million--placing the value close to the $1 billion mark. 

The only likely offset on trade account will be some increase 

in agricultural exports. 


Exports of rice, beef, bananas, flowers, and sugar are estimated 
to increase by a combined total of about $100 million. 


PUBLIC WORKS TO STIMULATE THE ECONOMY 


The 1980 decline in Colombia's growth rate can be said to mark 
the end of a phase in which the external sector provided the 
major stimulus to the Colombian economy--whether through coffee 
exports or increased imports by oil-rich Andean Pact partners. 
Colombia's domestic economy is not fully prepared to take up 
the slack. The banking system, already relatively small in 
proportion to the country's GNP, is further hampered by credit 


restrictions and the attractiveness of the short-term "extra- 
banking market." The Government's strategy, therefore, will 

be to turn to public works projects, both as countercyclical 
action and as a means of demonstrating its capacity to fulfill 
planning goals to the electorate, which is already anticipating 
the 1982 elections. During the 1979-82 planning period, the 
cost of projects called for in the plan was set at about $13.9 
billion, of which about $5.9 billion were to be foreign financed. 
More recent projections foresee implementation over a longer 
period (through 1984), with a considerably higher percentage 

of foreign financing ($9 or $10 billion of a $15 billion total). 
Major emphases are infrastructure projects of pressing need 
(electric power and transportation), energy and mining, and 
health and education. 


Although the private sector has also benefited from foreign 
loans channeled to agriculture and industry by national credit 
institutions, many complain that Colombian industry is caught 
in a vise between tight monetary policy and a greater flow of 
credits to the public sector. We can conclude that despite 
some slowdown in the economy and evident danger spots, Colombia 
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should remain an important and expanding market both for consumer 
goods (as retail prospects continue positive) and imports to 
further Colombia's development efforts. Imports of producer 
goods by the private sector may be weaker, however. 


SUMMARY OF MAJOR COLOMBIAN DEVELOPMENT GOALS 


Plans for electric power are especially important, with the 
country's demand rising by over 10 percent yearly. Investments 
in all aspects of hydroelectric power generation, transmission, 
and distribution were estimated at $5-6 billion for the 1978-82 
period, of which $2.2 billion were to be foreign financed. Like 
other figures below, there may be some upward revisions of both 
the total and foreign borrowing component. 


Transportation ranks second in the list, with $2.7 billion in 
expenditures projected ($1.2 billion foreign financed). Among 
major transportation projects are the closing of the Darien 

Gap through a road and ferry system ($173 million), the Medellin- 
Bogota highway ($105 million), and work to permit navigation 

in the Magdalena river ($70 million). The Ministry of Public 
Works is currently preparing a list of $66 million worth of 

road construction equipment to be purchased abroad. Also, about 
$100 million is being spent to build and equip the new Medellin 
International Airport. 


Investments in industry and mining will involve the private 

sector more directly. The Cerrejon Coal project, for example, 
calls for over $3 billion in investments, of which about $1.1 
billion or more will be spent on imported goods and services. 

Costs are to be shared equally by Exxon affiliate Intercor and 

the Colombian State Coal Company, Carbocol. Other major industrial 
or mineral projects include the Cerromatoso nickel mine, a phos- 
phorous rock mine, and a major paper plant (Papelcol). 


Of very high priority as well is the Domestic Satellite System 
(SATCOL). Calls for bids to supply two satellites and construct 
ground stations (about $200 million in total) are expected mid- 
year. 


COLOMBIA'S ELECTRICITY SHORTAGE AND ITS EFFECTS 
Colombian demand for electric energy has been increasing at 


over 10 percent a year. Recently, the combination of major 
delays in the construction of new hydroelectric plants (some 





7 


16 projects have been delayed from 3 to 5 years) and exceptionally 
light rainfall have caused the Government to initiate a system 
of electricity cutoffs in residential areas, for up to 3-1/2 
hours each day. The entire country, except the North (Atlantic) 
Coast is affected. A 15 percent increase in electric power 
generated in 1981 and interconnection to the North Coast system 
will provide only marginal assistance. Although industrial 
areas have thus:far been spared, the Government has asked for 
voluntary cuts of 10 percent in industrial consumption and the 
conclusions of a meeting of power company and energy ministry 
officials held in the last days of 1980 suggested that present 
measures were insufficient. 


Some smaller industries have already been affected, as has the 
retail trade, including Bogota's largest shopping center. If, 

in fact, the situation gets worse or stronger measures are insti- 
tuted, large-scale industrial enterprises could also be affected. 
If so, yet another brake would be applied to the growth of the 
Colombian economy in 1981. 


IMPLICATIONS FOR U.S. BUSINESS 


Colombia should remain an excellent market for U.S. goods and 
services through the next 12 months. If the rate of growth 
in industrial production and private construction continues 
to fall though, we can expect a change in the product mix of 
Colombia imports. : 


In particular, proportionately more consumer goods and heavy 
construction equipment would be imported. Many consumer goods, 
with the exception of textiles and wearing apparel, should continue 
to benefit from a relatively liberal government import policy 
designed in part to ease local inflationary pressures. Heavy 
construction equipment will be needed by the Cerrejon and other 
large infrastructure projects to be carried out in coming months. 
The Government of Colombia is giving special attention to the 
implementation of electric power projects in an effort to erase 
the deficit that has led to rationing of electricity; and, within 
this sector, nonhydroelectric forms of generation are likely 

to grow in importance. Should the economic slowdown intensify, 
we expect public works investment would likely be increased 

even further. 


The total value of Colombian imports will depend to some extent 
on the rate of devaluation of the peso. An increased rate would 





be a disincentive to importation. Most observers believe that 
devaluation will continue at about 15 percent per year and that 
the peso will continue to be somewhat overvalued. 


If, as expected, a U.S. firm is selected to be the prime con- 
tractor on the Cerrejon project, a good deal of purchasing would 
be carried out from the firm's U.S. headquarters. But basic 
purchasing decisions--selecting the machinery, equipment, services, 
and supplies most suitable for the project--will be made in 
Colombia, and that is where the selling will have to be done. 

It should be noted that infrastructure works, including the 
building of two airports, a railroad, and a port, account for 
about three-quarters of the total Cerrejon Project. 


Generally speaking, financial terms continue to be extremely 
important in selling to Colombia. U.S. suppliers may find that 
financial terms currently available from the Export-Import Bank 
of the United States and other U.S. sources of export financing 
do not meet the foreign competition and that lower equipment 
prices do not always compensate for our higher financial terms. 
Calls for bids from Colombian government agencies and semi- 
autonomous entities often stipulate that those offers financed 
with interest rates in excess of 8.5 to 9 percent and having 

a term of less than 6 years not even be considered on their 
other merits. This can put U.S. firms at a disadvantage vis- 
a-vis suppliers in countries where highly subsidized export 
credits are readily available. 


' A wide variety of information on general commercial conditions 

in Colombia, major project activity, specific market trends, 

and local importing firms is reported regularly to the U.S. 
Department of Commerce for the use of U.S. exporters. An interna- 
tional trade specialist at one of the Commerce Department's 

District Offices can provide the best advice as to what is available 
and how it may be obtained. 


* U. S, GOVERNMENT PRINTING OFFICE: 1981—341-007/403 








